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H A #398
A company reduces water usage and increases usage of more expensive resources after regulations become more stringent. This
most likely impacts:

¢ A operating expenditure
® B. revenues
e C. provisions

Ef#: A
A :

When a company reduces water usage and increases the use of more expensive resources due to more stringent regulations, this
directly impacts its operating expenditure (OPEX). Here's a detailed breakdown:

Regulatory Compliance:

As regulations become stricter, companies often need to adopt new technologies or practices that may be more costly. This increase
in cost is directly related to the day-to-day operations of the company, affecting operating expenditures.

For example, implementing water-saving technologies or switching to sustainable raw materials that are more expensive than
traditional ones will raise the ongoing costs associated with production.

Impact on Revenues:

While reducing water usage and adhering to stricter regulations can have long-term benefits for the company, such as improved
sustamnability ratings and possibly higher market valuation, these changes do not typically have an immediate direct impact on
revenues. Revenues are more directly influenced by sales and market demand.

Impact on Provisions:

Provisions are set aside for future liabilities or losses, such as environmental remediation costs or legal disputes. While stricter
regulations might eventually lead to increased provisions, the immediate impact of switching to more expensive resources affects
operating expenditure first.

CFA ESG Investing Reference:

The CFA ESG Investing curriculum highlights the importance of understanding how regulatory changes can affect various aspects of
a company's financials. Operating expenditure is often highlighted as the most immediately impacted area when companies adapt
their operations to comply with new environmental standards.

R #399
Institutional investors achieve their stewardship and engagement objectives in practice through which of the following?

e A Utilizing proxy voting advisory firms only
¢ B. Both engaging directly with companies and utilizing proxy voting advisory firms

¢ C. Engaging directly with companies only
IEfE: B

AR :

Institutional nvestors achieve their stewardship and engagement objectives by both engaging directly with companies and utilizing
proxy voting advisory firms. Direct engagement involves ongoing dialogue with company management and boards to influence
corporate practices. Proxy voting advisory firms provide recommendations on voting matters at shareholder meetings, helping
mvestors make informed decisions that align with their ESG priorities.

Z R #400
In the investment management industry, triple bottom line accounting theory:

¢ A replaces a broader framework of sustainability.
e B. has been replaced by a broader framework of sustainability.
e (. complements a broader framework of sustamability.



IEf: C

R :

Triple Bottom Line Accounting Theory:

Triple Bottom Line (TBL) accounting theory expands the traditional reporting framework to include ecological and social
performance in addition to financial performance. This approach was introduced by John Elkington in 1994 to measure the
sustanability and societal impact of an organization.

1. Triple Bottom Line (TBL): The TBL framework considers three dimensions of performance: social (people), environmental
(planet), and financial (profit). It aims to go beyond the traditional financial metrics to include a broader spectrum of values and
criteria for measuring organizational success.

2. Complementing Broader Sustainability Frameworks: Rather than replacing or being replaced by broader sustanability
frameworks, TBL complements these frameworks by providing a specific approach to measure and report on sustainability. It
integrates well with various sustainability initiatives and standards by offering a clear structure for reporting and accountability across
the three pillars of sustainability.

Reference from CFA ESG Investing:

Triple Bottom Line: The CFA Institute discusses how TBL accounting theory provides a comprehensive approach to measuring and
reporting on an organization's impact on people, the planet, and profits. This framework complements broader sustainability
initiatives by ensuring that environmental and social impacts are considered alongside financial performance.

Sustainability Reporting: The integration of TBL with broader sustainability frameworks helps organizations adopt a holistic view of
their impact and performance, aligning with global standards and best practices in ESG reporting,

In conclusion, triple bottom line accounting theory complements a broader framework of sustainability, making option B the verified
answer.

E R #401
A smaller and older workforce in some countries will place a greater onus on productivity for driving growth according to which of
the following ESG megatrends?

e A Climate change and resource scarcity
¢ B. Emerging markets and urbanization
¢ (. Demographic changes and wealth inequality

Ef#: C

fiR .-

This issue aligns with theDemographic changes and wealth inequalitymegatrend. Declines in workforce size and aging populations-
seen in Japan, much of Europe, and increasingly in China-shift reliance from labor volume to productivity enhancements via
automation, upskilling, and nnovation. CFA materials stress that these demographic pressures force economies to adapt by boosting
labor efficiency to sustain growth, instead of expanding workforces through migration or fertility increases.

E R #402
Which of'the following ESG investment approaches is most likely applicable when investing in sovereign debt?

e A. ESGtilting
¢ B. Active private engagement
¢ C. Collaborative engagement

EfE: A

AR

ESG tilting is an investment approach applicable when investing in sovereign debt. It involves adjusting the weightings of sovereign
bonds in a portfolio based on ESG scores, thereby favoring countries with better ESG performance. This method aligns investment
decisions with ESG criteria while maintaining diversification and managing risk within sovereign bond portfolios.
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